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New efforts have begun to finish the binational Yacyreta Dam, spanning the Rio Parana between
Argentina and Paraguay. The dam, which the governments first agreed to in 1979, is grossly over
budget and behind schedule and still far from completion (see NotiSur, 1998-07-10). Construction
began in 1983, four years after the initial agreement, and was supposed to be completed within
six years at a cost of US$2.5 billion. The 42-mile long dam, the third- longest in the world and the
second-largest in Latin America, has so far cost US$10 billion.
Debts by Argentina and Paraguay associated with the dam have increased during the years amid
mounting evidence of bribes from firms looking for lucrative contracts and government officials
siphoning off funds for illegal currency dealing. Paraguayans describe many of the country's
economic elite who earned their fortunes in business deals associated with the project as "Yacyreta
millionaires."
In 1997, former Argentine President Carlos Saul Menem (1989-1999) called Yacyreta a "monument
to corruption." More construction needed Officials say the dam is now operating at 60% of capacity,
and it provides about 22% of Argentina's electricity needs. When finally running at full capacity,
it should provide 40%, as well as 33% of the combined energy needs of both countries. However,
before it can operate at full capacity, more construction is necessary.
In 1998 the Argentine and Paraguayan governments agreed in principle to privatize the project
through a 30-year concession to cover completion of the work, operation, and maintenance. The
World Bank and the Inter-American Development Bank (IDB), principal funders of the project, are
reluctant to lend any more money, leaving the private sector the only possibility for its completion.
Argentina and Paraguay want the private sector to set up a fund to finish the project, which will
require raising the level of the dam's reservoir to 83 meters from the present 76 meters, thus
increasing by 30% the capacity for electricity generation. The work will require an investment of US
$850 million.
Negotiations to find private funding began in mid- February between Argentina's Minister
of Infrastructure and Housing Nicolas Gallo and Paraguay's Minister of Public Works and
Communication Jose Alberto Planas. "The money can be recovered in eight to ten years with the
generation of energy because the dam will go from a generating capacity of 1,800 MW to 3,000 MW,
without considering possible new turbines that might be installed on the Ana Cua arm," said Planas.
They also agreed that before any new work is undertaken, residents of the area that will be flooded
must be relocated and other necessary clean-up work done.
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"This time the social debt will be paid before the financial," said Gallo. "We are going to complete
all the work and then raise the level of the reservoir." He added that 70% of the money invested
will be for projects to improve the quality of life of area residents and 30% for the generation of
electricity.
The ministers will meet again March 8 in Asuncion to initiate the bidding process for constructing
1,850 houses on each side of the river. The contracts will be awarded in blocks of 150 or 180 units, so
that small and medium-sized businesses can compete. The ministers said it is probable that bidding
will be opened later this year for installing new generators on the Paraguayan side of the dam.
A report by the US Energy Information Administration said the EBY has amassed debts of US$10.5
billion, which could lessen interest among potential bidders. Three turbines had to be taken out of
service last year when they developed cracks, resulting in losses of US$5 million.
The debts have put the EBY under great financial strain, as it has been unable to make its loan
payments because the project is unprofitable. Since the dam is operating at only 60% of capacity, the
project continues to lose money, and the Argentine government has refused to invest more.
Supporters of the project say the lack of profitability will disappear when the dam is operating at full
capacity, but that will depend on the success of the auction. Funds are needed not only to raise the
water level, but also to pay indemnification and resettlement to residents and landowners whose
land would be submerged.

Dam still causes controversy
Project supporters insist the cheap hydroelectric power will eventually save both countries millions
of dollars, but skeptics point to the huge human and environmental cost. Environmentalists are
concerned about the dam's impact on the region's fragile ecosystem, particularly on the Paraguayan
side, which houses unique species of flora and fauna.
"The project has blocked fish migrations and affected the water quality, reducing fish catches," says
the Web site of the New York-based Environmental Defense Fund (EDF). "Stagnant waters created
by the reservoir pose health hazards to people living in low areas, as large amounts of fecal coliform
are discharged from slaughterhouses in the city of Encarnacion."
Lower-lying areas of Encarnacion, Paraguay's third- largest city, will be flooded, together with many
smaller settlements, when the water level is raised. Thousands of local residents have already lost
their jobs and houses and been forced to move to higher ground. The EDF estimates that 12,000
people have already been displaced. Officially, an estimated 24,000 people will have been relocated
by the time the dam is complete, creating a lake eight times the size of the city of Buenos Aires. \
But independent observers say the number of people affected could easily hit 40,000.
Nongovernmental organizations in Paraguay, Argentina, and internationally say this project
violated World Bank policies on environment and social issues. Many of their claims were confirmed
by the World Bank's independent Inspection Panel review. [Sources: Inter Press Service, 08/11/99;
Spanish news service EFE, 01/17/00; Reuters, 02/15/00; Clarin (Argentina), 02/19/00]
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